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SUBJECT: BRITISH GOVERNMENT OFFSHORE SUPPLIES INTEREST 
RELIEF GRANTS. 

1. IN REPLY TO EMBASSY QUERY, HMG DEPARTMENT OF TRADE 
AND INDUSTRY (DTI) HAS PROVIDED US WITH DETAILS OF THE 
NEWLY INTRODUCED OFFSHORE SUPPLIES INTEREST RELIEF 
GRANTS. THE GRANTS SCHEME WAS INTRODUCED IN ORDER TO 
REDUCE THE COST OF SUPPLIER OR BUYER CREDITS OBTAINED 
FROM BRITISH BANKS TO FINANCE THE SUPPLY OF U.K. GOODS 
AND SERVICES TO COMPANIES DEVELOPING OIL AND GAS RE- 
SOURCES ON THE U.K. CONTINENTAL SHELF AND WAS ENACTED 
PURSUANT TO THE POWERS PROVIDED BY THE INDUSTRY ACT 
1972 (SECTION 8). 

2. INTEREST RELIEF GRANTS WERE RECOMMENDED TO HMG IN 
THE IMEG REPORT ISSUED IN JANUARY THIS YEAR AS A MEANS 
OF EQUALIZING A DISPARITY OF FINANCING WHICH PUT BRITISH 
SUPPLIERS AT A DISADVANTAGE COMPARED TO FOREIGN SUPPLIERS 
WHO BENEFITED FROM FOREIGN CREDIT GUARANTEES FROM 
INSTITUTIONS LIKE EXIM BANK. 

THE PROBLEM AROSE BECAUSE CONTRACTS BETWEEN U.K. 
SUPPLIERS AND OFFSHORE OPERATORS DID NOT BENEFIT FROM THE 
EXPORT CREDIT FACILITIES PROVIDED BY THE EXPORT CREDIT 
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TO EXIM/FCIA. THESE FACILITIES ARE AVAILABLE ONLY 
FOR TRADE WITH OVERSEAS COUNTRIES; U.K. INCORPORATED 
OFFSHORE OPERATORS DEVELOPING DISCOVERIES ON THE U.K. 
SHELF OUTSIDE BRITISH TERRITORIAL WATERS DO NOT QUALIFY 
FOR ECGD CREDITS. 

3. IN ORDER TO QUALIFY FOR A GRANT UNDER THIS SCHEME, 
CONTRACTS MUST BE FOR "THE PROVISION OF A FIXED OFFSHORE 
INSTALLATION OR AS ASSOCIATED EQUIPMENT, FOR USE IN THE 
U.K. SECTOR OF THE CONTINENTAL SHELF OUTSIDE TERRITORIAL 
WATERS, OR FOR GOODS AND SERVICES ASSOCIATED WITH PRO- 
VIDING AND INSTALLING THEM ". THE CONTRACT MUST NOT BE 
FOR LESS THAN 100 THOUSAND POUNDS IN VALUE NOR CAN EXPEN- 
DITURE HAVE BEEN INCURRED PRIOR TO OCTOBER 1, 1973. 

4. GRANTS MAY BE PAID ON SUMS BORROWED TO MEET EXPEN- 
DITURE INCURRED UNDER A QUALIFYING CONTRACT UP TO A 
LIMIT OF 80 PER CENT OF THE CONTRACT PRICE. IF THE NON- 
U.K,CONTENTS EXCEED 20 PER CENT OF THE CONTRACT PRICE, 

THE PERCENTAGE OF THE CONTRACT PRICE ON WHICH GRANT IS 
PAYABLE MAY BE REDUCED. THE PERCENTAGE RATE OF GRANT 
IS INITIALLY 3 PER CENT PER ANNUM ON THE AVERAGE AMOUNT 
OF QUALIFYING BORROWING, NET OF REPAYMENT, OUTSTANDING 
OVER EACH OF THE PERIODS FOR WHICH GRANT IS APPLIED FOR. 
PERCENTAGE RATE OF GRANT IS FIXED AND UNDER ANY ONE 
PROJECT WILL NORMALLY BE PAID FOR A MAXIMUM OF 8 YEARS, 
BUT MAY NOT EXCEED 5 MILLION POUNDS IN RESPECT TO ANY 
ONE PROJECT. 

5. HMG HAS FOR SOMETIME BEEN CONSIDERING VARIOUS WAYS 
IN WHICH ANY DISTORTION IN COMPETITIVE CREDIT TERMS 
COULD BE REMOVED OR REDUCED IN ORDER TO PROVIDE CON- 
DITIONS OF "FAIR COMPETITION" FOR U.K. SUPPLIERS AND 
CONSIDERS THE SYSTEM OF INTEREST RELIEF GRANTS NOW 
INTRODUCED AS A STEP TOWARD ALLEVIATION OF THE PROBLEM. 
IT IS NOTED THAT U.K. SUBSIDIARIES OF U.S. FIRMS ARE 
ELIGIBLE TO RECEIVE INTEREST RELIEF GRANTS ON THEIR 

U.K. BORROWINGS UNDER THE SAME CONDITIONS AS ANY OTHER 
BRITISH FIRM. FULL DETAILS OF THE INTEREST RELIEF 
GRANTS PROGRAM ARE BEING AIR-POUCHED SEPARATELY. 
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